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FINALNCIAL SITUATION 

REF: RFE HUNGARIAN REPORT ON HUNGARY'S BALANCE OF 
PAYMENTS AND FINANCIAL SITUATION 

1. THE REFERENCED REPORT WAS EVIDENTLY BASED ON EXCERPTS 
FROM HUNGARIAN NATIONAL BANK (MNB) PROSPECTUS FOR 
DM 100,000,000 LOAN IN IULY 1975. ACCORDING TO THE 
REPORT, THE PROSPECTUS, OR PARTS OF IT, APPEARED IN THE 
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AUGUST 29/30 EDITION OF HANDELSBLATT. 
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2. ALTHOUGH RFE REPORT INDICATES THIS DATA HAS NOT BEEN 
PUBLISHED BEFORE, MUCH OF IT HAS BEEN AVAILABLE TO 
WESTERNERS. IN ADDITION, SOME OF THE STATISTICS HAVE 
APPEARED IN HUNGARIAN PUBLICATIONS. ALTHOUGH EMBASSY IS NOT 
FAMILIAR WITH DETAILS OF WEST GERMAN LAWS, WE FEEL CERTAIN THAT 
INTERNATIONAL BANKING PRACTICE, NOT FRG LAWS. EXPLAINS MNB'S 
PUBLICATION OF STATISTICS IN ITS PROSPECTUS. EMBASSY 
BUDAPEST HAS FOUR SUCH PROSPECTUS, DATING BACK TO MAY, 

1971; NONE OF THESE COVER BONDS OR LOANS CONSUMATED IN 
GERMANY, BUT ALL HAVE SAME INFORMATION CONTAINEDIN RFE 
REPORT. 

3. AS PRESENTED IN THE RFE REPORT, SOME OF THE STATISTICS 
ARE MISLEADING. RFE STATES THAT FOREIGN TRADE FIGURES 
ON PAGE TWO INCLUDE TRADE WITH HUNGARY'S GATT PARTNERS 
AS WELL AS WITH THE SOCIALIST COUNTRIES. YET ALL OTHER 
PROSPECUTS SHOW THE SAME FIGURES, AND STATE THAT THEY 
COVER ONLY REPEAT ONLY GATT MEMBERS. A SIGNIFICANT 
PORTION OF HUNGARY'S TRADE, INCLUDING TRADE WITH SOVIET 
UNION, IS EVIDENTLY NOT INCLUDED IN THE TABLE ON PAGE 2. 

FOREIGN TRADE DATA BY COUNTRY IS PUBLISHED IN HUNGARY 
MONTHLY IN LIMITED CIRCULATION VILAGGAZDASAG; SUMMARIES 
APPEAR IN THE PAPERS AVAILABLE TO ALL HUNGARIANS. 

TOTALS AS HUNGARIANS OCCASIONALLY DO, IS SOMEWHAT AKIN TO 
THE PROVERBIAL MIXING OF APPLES AND ORGES. 

4. ON PAGE THREE REF SHOWS BALANCE OF PAYMENTS DATA. 

ACCORDING TO OUR PROSPECTUS THESE STATISTICS INCLUDE ONLY GATT 
MEMBERS. MOST OF THIS INFORMATION IS NOT REPEAT NOT PUBLISHED 
PUBLICLY 

IN HUNGARY. HOWEVER, IT IS AVAILABLE IN OTHER 
PROSPECUTS GIVEN TO VISITING BANKERS. 

5. ON PAGE FOUR RFE LISTS "STATUS OF RESERVES." THIS 
TABLE IS ACTUALLY THE FIRST SUB-ACCOUNT OF THE MNB YEAR- 
END BALANCE SHEET. THE FORINT 37.4 BILLION TOTAL 

FOR DEC 31, 1974, INCLUDES BONDS HELD BY THE BANK, 

PROBABLY ALL RUBLE HOLDINGS AT THE INTERNATIONAL BANK 
FOR ECONOMIC COOPERATION (IBEC) IN MOSCOW, AND ACCOUNTS 
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RECEIVABLE. ONLY A VERY SMALL PORTION CONSISTS OF HARD 
CURRENCY AND GOLD HOLDINGS - TRADITIONAL MEASURES OF 
INTERNATIONAL FINANCIAL ASSETS. (NOTE: THE FOREING TRADE BANK 
ALSO HOLDS FOREIGN CURRENCY.) 

6. IN COMPUTING FOR ITS PROSPECTUS FIGURES THAT COVER 
ONLY TRANSACTIONS WITH GATT COUNTRIES, WE UNAWARE OF HOW 
MNB HANDLES DEALINGS WITH CEMA MEMBERS WHO ARE ALSO 
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MEMBERS OF GATT. 

7. WE KNOW THAT AT LEAST ONE NATO EMBASSY IN BUDAPEST 
RELIES ON REF REPORTS FOR MOST OF ITS BACKGROUND INFOR- 
MATION ON EASTERN EUROPEAN EVENTS. WITHOUT CITING 
EMBASSY BUDAPEST, RFE MAY WISH TO ISSUE SUPPLEMENT TO 
THE SEPTEMBER 9 REPORT. 

MCAULIFFE 
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